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9:00 a.m.
State Capitol, Conference Room 229

On the following measure:
H.B. 314, H.D. 1, RELATING TO GIFT CERTIFICATES
Chair Baker and Members of the Committee:

My name is Stephen Levins, and | am the Executive Director of the Department
of Commerce and Consumer Affairs’ (Department) Office of Consumer Protection
(OCP). The Department supports this bill.

The purpose of this bill is to require a certificate issuer to redeem the remaining
value of a gift certificate for cash if the gift certificate has a value of less than $5.

Currently, 12 states have laws requiring that a merchant issue cash on unused
gift certificate balances. Favorable consideration of this measure will allow Hawaii to
join other states in requiring gift certificate issuers to provide cash to consumers if the
remaining certificate balances amount to less than $5.

Thousands of Hawaii consumers received gift certificates during the recent
holiday season. Although many certificates had just a few dollars remaining on the
balance, most merchants did not provide the remaining cash to consumers but instead

returned certificates with balances that will probably go unused or forgotten or become
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lost. Many consumers simply do not regard a gift certificate with a small balance worth
the effort to carry around. This is supported by statistics issued by Consumer Reports,
which reported that billions of dollars are left unspent and unredeemed on gift
certificates in the United States each year.

Hawaii law mandates that balances left on unredeemed gift certificates do not
belong to the merchant. Rather, the balances remaining after the expiration dates must
escheat to the State as unclaimed property under Hawaii Revised Statutes section
523A-9. Consequently, requiring merchants to provide cash to consumers does not
deprive them of anything they are entitled to and in fact facilitates the disposition of
funds that might otherwise have to be turned over to the State as unclaimed.

This measure will help ensure that consumers receiving gift certificates obtain

their full benefits. Thank you for the opportunity to testify on this bill.



S . Hawaii
B{ Restaurant

HRA Association

Tyler Roukema, Chairman - Outback Steakhouse Kelii Gouveia, Incoming Chair — Hula Grill
Hide Sakurai, Vice Chair — Diamond Dining Dirk Koeppenkastrop, Secretary — || Gelato
Ben Dowling, Treasurer — Ocean House Michael Miller, Past Chair — Tiki’s Grill & Bar

Gregg Fraser, Executive Director Sunny Obrey, Executive Assistant  Holly Kessler, Director of Membership Relations

2017 - 18 Board of Directors:
Amanda Kullman-Kipp
Don Murphy

Eki Locke

Elisa Flores

Eron Read

Frank Nagamine
Gary Manago
Harold Watanabe
Jayson Lum

Jed Roa

Jetsun Dutcher
Kahau Manzo

Kim Kakuchi

Mark Noguchi
Michael Skedeleski
Michelle Brumblay
Nick Roschi

Pat Kashani

Paul Yokota

Rede Eder

Scott Mackenzie
Slade Neeley
Taryn Silva

Tom Jones

Allied Members:
Anne Lee

Biff Graper
Conrad Nonaka
Doug Harris
James Baloaloa
Jason Wong

Jim Cremins
Matt Rose
Naomi Azama
Sharon Shigemoto

Advisory Board
Derek Conselva
Gerda Tom

Jon Muranaka
Jonathan Youngs
Justin Yoshino
Kehau Giles
Keith Kamisugi
Lisa Tomihama
Neenz Faleafine
Pono Chang
Ray L'Heureux
Richard Turbin
Victor Lim

To: Sen Rosalyn Baker, Chair
Sen Stanley Chang, Vice Chair
Members of Committee on Commerce, Protection, and Health

From: Victor Lim, Legislative Lead
Hawaii Restaurant Association

Subj:  HB 314 HD 1 Relating to Gift Certificates
Date: March 9, 2019

We at the Hawaii Restaurant Association representing over 3,500 restaurants in Hawaii opposes
HB 314 HD 1 requiring the business that issuer of the Gift Certificate/Gift Cards with a remaining
balance of less than $ 5 for cash.

For a high end retailer or restaurant this bill might work but for many of the businesses that also cater
to the lower end of the price range on merchandise and foods, this poses a major problem especially if
you sell many items at the $ 1 or $2 range, be it a pack of gum, a shave ice, a piece of pie, an ice cream
cone, a cup of coffee, or some other drink.

At many of the quick service segment of the restaurant industry, the $ 5 denomination gift card is quite
popular where many people buy them and give them to students or children for them to be used to buy
foods. If the purchase is more than what’s the value on the card, the customer can supplement the
balance with cash so that the value of the card is fully utilized. These cards are also reloadable.

This bill will create an operational nightmare for many of the quick service restaurant segment that sell
a lot of these reloadable gift cards at the $ 5 increment level and at the same time undermine the intent

of the purchaser.

Thank you very much for giving us this opportunity to share our views with your committee and please
let us know if you have further questions on this.

Aloha.

S, Hawaii
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Re: HB 314 HD1 Relating to Gift Certificates

Good morning Chairperson Baker and members of the Senate Committee on Commerce
Consumer Protection and Health. | am Tina Yamaki, President of the Retail Merchants of
Hawaii and | appreciate this opportunity to testify.

The Retail Merchants of Hawaii (RMH) as founded in 1901and is a statewide, not for profit trade
organization committed to the growth and development of the retail industry in Hawaii. The
retail industry is one of the largest employers in the state, employing 25% of the labor force.

While we understand the intent of this measure, RMH is in opposition to HB 314 that would
require a certificate issuer to redeem the remaining value of a gift certificate for cash if the gift
certificate has a value of less than $5.

Retailers will honor gift cards to their stores for amounts as low at 1 penny. We are seeing a
change from gift certificates to gift cards to now E-gift cards that can be sent to or downloaded
onto smart phones and customers will have it with them provided they remember to bring their
phone.

Most store and restaurant gift cards and certificates already state that they are non-refundable
and non-returnable. Some store policies do not give cash refunds when merchandise is
returned without a receipt and put the balance on a gift card. Retailers take the merchandise
back in good faith that it was in fact purchased from that store, but without a receipt we cannot
be certain it was in fact purchased at that store.

This cash back would also apply to FREE gift cards that companies give away as promotions.
Many companies to do not distinguish between the FREE gift cards and the gift cards people
purchase. To create new cards to distinguish between the two would cost a retailer a substantial
amount of money.

Many retail stores carry items that can be purchased for $5 or less with the use of a gift card or
an E-gift card. Most retailers today issue gift cards whose amounts are determined by the
purchaser. Some can be loaded for as little as 1 penny to $1, $10, $100 or more. Many of these
gift cards are also able to be reloaded and do not have expiration dates. This bill would allow
people gift cards in the amounts of $5 or less to redeem for cash without purchasing an item.

-
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In addition there are also third party resellers who have gift card malls for other company’s
restaurant, attractions, retail, home improvement... This would be like the rack of gift cards you
see at grocery stores for movies, online merchants and more. Under this measure, the gift card
could be purchased at a 3™ party location and then have cash redeemed at the business
associated with the gift card and not where it was originally purchased.

Furthermore, while many gift cards can be used to make purchases only at a specific retail
store, some gift cards are actually reloadable prepaid cards that are similar to debit cards and
lets the customer not only make purchases at any retail store that accepts that card network but
also can be used to withdraw cash at ATMs, banks as well as used on web features such as bill

pay.

We respectfully request that you hold this measure. Mahalo again for this opportunity to testify.

-
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RE: HB314 HD1 Relating to Gift Certificates
Position: Oppose

The Hawaii Food Industry Association is comprised of two hundred member companies
representing retailers, suppliers, producers, and distributors of food and beverage related
products in the State of Hawaii.

HFIA is in opposition to this measure requiring an issuer of a gift certificate to redeem the
remaining value of the gift certificate for cash if it has a value of less than $5. Creating and
issuing gift cards incurs expenses for retailers and in many cases retailers are charged a fee
for processing a gift card, similar to credit card processing. Small retailers often use third party
providers for gift cards and are not reimbursed for the card until after it is redeemed. Retailers
also do not charge fees on gift cards. For retailers this bill would essentially reduce the value of
all gift cards by $4.99, this could pose a significant loss for retailers and trying to manage this
change would also create an accounting and administrative burden.

Many gift cards currently on the market can be purchased at one location and used at a
different place. The amount of gift cards is also frequently up to the buyer, with reloadable
cards that can have their value set at as little as a penny. Buyers could theoretically buy gift
cards, set the value at just under $5 and redeem them for cash, which is not the intent of gift
certificates.

Mandating that retailers must give cash for a gift card when the value drops below $5 creates
the potential for a loss on each gift card they issue. This creates a financial burden and risk for
retailers and discourages them from offering gift cards to their customers. For these reasons
we ask that this measure be held.


baker5
Late


	HB-314-HD-1
	HB-314-HD-1_HB314 HD1
	HB-314-HD-1_DCCA, Office of Consumer Protection
	HB-314-HD-1_Hawaii Restaurant Association
	HB-314-HD-1_Retail Merchants of Hawaii
	HB-314-HD-1_Hawaii Food Industry Association


